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AICPA

Washington Report
May 28, 1973
Volume I, Issue 21

AGRICULTURE, DEPARTMENT OF
A milk marketing agreement has been proposed in
the 5/17/73 Fed. R e g - at p. 12986.
The
terms of the agreement are not the same as
those contained in previous agreements,
particularly as they apply to the audit
requirements.
A public hearing on the proposal has
been scheduled for 6/26/73.
Rural Development legislation has been introduced
by Senator Humphrey (D-Minn.).
The bill
(S. 1770) would amend the Rural Development
Act of 1972 to provide funds to rural areas
for economic improvements.
A rural development
"bank" would be available for "loans".
Audits
of the bank and recipients of loans would be
conducted by farm credit administration
examiners or by "CPA’s".
Oversight by GAO
is also provided.
The measure has been
referred to USDA for comments prior to
scheduling of hearings.
A publication entitled "Accounting Methods Allowed
Farmers: Tax Incentives and Consequences"
(ERS Pub. 505) is now available.
The publication
was initially mentioned in the Report (Issue 8)
prepared by the Economic Research Service of
the USDA.
The publication compares the cash
accounting method with the accrual method for
the agriculture industry.
Copies of the
publication are available through the Agriculture
Department, Washington, D.C. 20250.
CIVIL SERVICE COMMISSION
An audit guide, designed to familiarize state and
local governmental auditors and C P A ’s with the
significant provisions of the Intergovernmental
Personnel Act of 1970, and to set forth objectives
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for auditing grants made under the Act, has
recently been made available.
Entitled "Grant
Audit Guidelines for Use by States, Local
Governmental, and CPA Auditors", the publication
is available through the CSC, Bureau of
Intergovernmental Personnel Programs, Office of
Management Analysis and Audits, Washington, D.C.
20415.
COST ACCOUNTING STANDARDS BOARD
An amendment to the disclosure rules has been
proposed.
(See 5/21/73 F e d . R e g . p. 13385)
The proposed rule would require contractors
and subcontractors with net awards in excess
of $25 million to submit disclosure statements.
Comments on the proposed change will be accepted
until 6/22/73.
CASB staff projects currently underway, it has been
reported, include the following matters:
depreciation; cost standards; vacation, sick pay,
holiday pay; cost accounting; allocation of
Segment G & A expenses to contracts; scrap cost;
termination accounting; inventory pricing methods;
special facilities; retirement plan costs;
allocation of burden; cost of capital; deferred
incentive compensation; other labor-related
costs; direct and indirect charging; independent
research and development and bid and proposal
cost; current fund or price level accounting;
and lastly, terminology for cost accounting.
COST OF LIVING COUNCIL
A public hearing will be held on 6/6/73 in the Council’s
auditorium in Washington concerning the proposed
regulations that would govern public disclosure
of information or data in quarterly reports
submitted to the CLC.
Those proposed regulations
were set forth in the 5/11/73 Fed. Reg, p. 12413.
Persons wishing to testify at the informal hearing
should notify the Council prior to 5/30/73.
For
further information, contact the Executive
Secretariat at 202/254-8610.
FEDERAL HOME LOAN BANK BOARD
Legislation placing a moratorium on S&L conversion
to the stock form has been approved in the Senate.
The Senate-approved bill, S. 1798, extended for
one year authority for the regulation of the
interest rate to which the Proxmire amendment
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to 12/31/74 was added.
Subsequently, the Senate
took from the desk and passed the House companion
bill (HR 6370) after substituting its own version.
A conference with the House has been ordered.
FEDERAL RESERVE SYSTEM
Amendments to the Board's regulations regarding
securities credit transactions appear in the
5/23/73 Fed. R e g , at p. 13571.
Included are
changes to Part 220 dealing with general accounts.
In addition, the Board has proposed certain
amendments to the regulations concerning the
setting of uniform margins in connection with
the writing of puts, calls, and combinations
thereof.
Comments on these changes to regulation
T will be accepted until 6/1/73.

(See FRS Board member speech under "SEC".)
HEALTH, EDUCATION AND WELFARE, DEPARTMENT OF
HMO legislation is presently before the House
Interstate and Foreign Commerce Committee,
and the Committee is expected to complete work
on the measure by mid-June.
Less than full
support for the Kennedy bill (S. 14) has been
displayed, which will result in some further
compromises on that proposal.
National health insurance has lost a considerable
amount of impetus in both the Executive and
Congressional branches.
Senator Kennedy (D- Mass.)
recently published some HEW internal correspondence
setting out the provisions of the Administration's
proposed health plan as approved by Secretary
Weinberger (See 5/22/73 Cong. Record p. 9559).
Vocational rehabilitation legislation has been
reintroduced.
Senator Randolph (D-W.Va.) has
introduced a bill (S. 1875) which would provide
for continued funding of the rehabilitation
programs within levels which "should be"
acceptable to the Administration.
The Senator's
remarks on the introduction appear in the 5/23/73
Cong. Record at p. S9624.
A similar measure
(HR 8070) has been introduced in the House by
Rep. Brademas (D-Ind). The measures contain
provisions for audits similar to the language
contained in the vetoed bill.

-4JUSTICE, DEPARTMENT OF
LEAA Legislation has cleared the House Judiciary
Subcommittee #5.
The proposed legislation
to amend Title I of the Omnibus Crime Control
and Safe Streets Act has now been approved for
full committee action.
LABOR, DEPARTMENT OF
Legislation on Manpower Revenue Sharing has been
introduced in the House by Rep. Daniels (D-N.J.).
The bill (HR 7950) , would rule out the
Administration's plan to institute manpower
revenue sharing by administrative regulation
and procedure rather than new legislation.
The bill is designed to extend the Manpower
Training Act for one year at current spending
levels.
The Administration is in agreement on
this point; however, there is specific language
in the bill prohibiting DOL from instituting
revenue sharing programs in any name or form.
Hearings on this bill have not been scheduled.
LEGAL SERVICES CORPORATION
The Administration's Legal Services
recently introduced by Senator
in the form of an amendment to
extending the OEO for one year
legal services operations.

legislation was
Javits (R-N.Y.)
his bill (S. 1815)
in the case of

The House is currently working on a similar
measure and expects to complete action in the
very near future.
There are strong efforts
underway to get such legislation approved prior
to June 30, 1973.
A comparison of various proposals appeared
in the 5/15/73 Cong. Record at p. S9035.
OFFICE OF ECONOMIC OPPORTUNITY
The "Account System Survey and Audit Guide for OEO
Grants" (OEO Manual 2410-1) is due to be issued
soon.
The Manual prescribes certain special
requirements for coverage of OEO grants in
connection with audits by independent accountants
and governmental auditors.
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publication to all 0E0 grantees who are
affected thereby and is also available
without cost from the 0E0 Publications and
Distribution Center, 5458 3rd Street, N . E . ,
Washington, D.C.
20011.
OFFICE OF MANAGEMENT AND BUDGET
A reorganization plan has been announced recently
by the White House resulting in several
changes within OMB.
Many functions previously
exercised by OMB in the areas of financial
management systems development, procurement,
contracting, property management, and automatic
data processing are being turned over to General
Services Administration.
GSA will have overall
responsibility for developing government-wide
policy in the above mentioned areas and seeing
that such policy is implemented.
The changes
will result in the GSA, OMB, and Civil Service
Commission moving in a coordinated effort to
improve federal management.
SECURITIES AND EXCHANGE COMMISSION
Further disclosure of leasing arrangements was the
theme of the address of Mr. Cook, which was
read by Leonard Rossen, head of the S E C ’s
San Francisco office to the American Gas
Association’s Financial Forum in Monterey.
The
plan is to require companies to make more complete
disclosure of lease rentals included in their
operations, future lease costs and the present
value of noncancellable leases, as well as the
impact on leasing agreements on income.
"Aspects of the Regulation of Securities Markets”
was the title of a recent address by Jeffrey
M. Bucher, Member of the Board of Governors of
the Federal Reserve System.
He addressed the
Annual Meeting of the Western Stock Transfer
Association, Inc. in San Francisco.
His remarks contain some information on the
current status of legislation affecting the
securities industry, in particular, Rep. M o s s ’
bill (HR 5050).
He also discussed some changes
he feels will come about in the "book entry"
requirements.
An SEC order instituting proceedings and imposing
remedial sanctions has been issued in the case
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of Philadelphia. (ASR No. 144 of 5/23/73).
The complaint arose from charges alleging,
among other things, the dissemination of false
and misleading certified financial statements
of Takara Partners, a limited partnership
engaged in investment activities.
Public meetings of the Broker-Dealer Model Compliance
Program Advisory Committee will be held in
New York on 5/30 and 31, and during June (12 and 13)
in Washington, D.C.
The Committee will continue
to review drafts and proposals concerning the
Committee's proposed report to the Commission
on these compliance guidelines for broker-dealers.
Lawrence E. Nerheim, a partner in the law firm of Gray,
Plant,Mooty and Anderson of Minneapolis, has been
appointed general counsel for the Commission.
SMALL BUSINESS ADMINISTRATION
A publication entitled "Preventing Embezzlement" has
recently been received (SMA No. 151).
The
publication was prepared by Christopher J. Moran,
a CPA.
Copies are available by contacting the
SBA in Washington at 202/382-1891.
TREASURY, DEPARTMENT OF
Pension reform legislation is presently being
considered in the Senate.
In addition to the
formal hearings, panel discussions have been
announced by Mr. Nelson (D-Wisc.) on 5/31 and
6/4 for the purpose of considering the major
provisions of the pension bills.
On the 31st,
the panel will consider generally the WilliamsJavits proposal (S. 4), Sen. Bentsen's bill
(S. 1179) and Sen. Curtis' bill (S. 1631).
This
last measure is the Administration bill.
The
panelists on the 31st include Mr. Harold T.
Swartz, a member of the staff of Coopers &
Lybrand of Washington, D.C.
The panel on June 4 will discuss the vesting
and funding provisions of these bills as well as
the provisions in some of them for termination
insurance, portability, and fiduciary standards.
A policy study entitled "Tax Loopholes: The Legend
and the Reality" by Roger A. Freeman has been
issued jointly by the American Enterprise Institute

-7for Public Policy Research and the Hoover
Institute of Stanford University.
The report
is a critical analysis of the tax system as
presently administered.
Further information
on the publication is available by calling
the AEI at 202/466-8225.
Tax Preparer hearings before the Legal and Monetary
Affairs Subcommittee of the House Committee
on Government Operations have concluded.
Chairman Randall (D-Mo.) announced that as
a result of the introduction by Chairman Mills
(D-Ark.) of his bill (HR 7054) dealing with
the matter, he has withdrawn active consideration
of his own bill (HR 6108).
Tax rate comparative data was provided the Senate
in a statement by Sen. Proxmire (D-Wisc) on
5/22/73 (See p. S9510 Cong. Record) . Included
in his statement is a recent article published
by Taxation with Representation indicating that
the original tax rate as computed was not
completely accurate because of the accounting
methods employed in arriving at those figures.
CONGRESSIONAL DIRECTORY
The new addition of the C.D. for the 93rd Congress is
now available.
Copies of the Directory are
available at GPO bookstores in both paperback
and thumb index additions.
CPA'S IN THE NEWS
James Dwight, has been nominated to head HEW's Social
Rehabilitation Service.
Prior to this recent
announcement, Mr. Dwight was on the OMB staff
working with the HEW budget.
He has had prior
experience in welfare matters, having headed
California's welfare reform program.

Wade S. Williams
Manager
Federal Information
(202) 872-8190
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Audit Guides Issued by Federal Agencies
Audit Guides for Federally funded programs, published
since our last report, which have incorporated the
recommendations of AICPA committees include:
-Intergovernmental Personnel Programs Grant
Audit Guidelines for use by State, local
Governmental and CPA Auditors (Civil Service
Commission).
Economic Stabilization
The staff attended three meetings of the AICPA
committee formed to advise the Cost of Living Council
on accounting matters related to the food industry.
Equity Funding
The Institute has established an ad hoc committee to
consider matters relative to the Equity Funding Case.
Marvin Stone, CPA, is Chairman of the committee and
Thomas Hanley, CPA, Director of the Federal Technical
Liaison Division, is the staff representative.
Federal Home Loan Bank Board
The committee met to discuss the following matters.
-Balance sheet presentation of subordinated debt.
-Regulations governing conversion of mutual
associations to stock corporations.
-Manner of disclosure of taxes currently deferred
by Savings & Loan Associations (SEC Securities
Act Release No. 5344).
-Proposed Treasury regulations which would impose
additional taxes for prior years on S & L ’s that
file consolidated tax returns.
-Accounting for investments resulting from new
regulations that permit participation in loans
previously ineligible to any one S&L Association
because of size limitations.
Federal Taxation
Spring Meeting of Tax Division. The Tax Division’s
Spring meeting was held May 12 through 17.
The
following guests attended and addressed the members at
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the Division’s plenary session:
Representative
A1 Ullman, Oregon (D), member of the House Ways
and Means Committee; Frederic W. Hickman, Assistant
Secretary of the Treasury for Tax Policy; Donald
McDonald, Chairman, Section of Taxation, American
Bar Association; Peter P. Weidenbruch, Assistant
Commissioner, Technical, IRS; Scott Crampton, Assistant
Attorney General, Tax Division, U.S. Department of
Justice; Paul Dillingham, President, Tax Executives
Institute; John F. Hanlon, Assistant Commissioner,
Compliance, IRS; Bob Shapiro, Attorney Advisor,
Joint Committee on Internal Revenue Taxation.
In
addition, the Division was honored to hear an address
by Salvador Casellas, Secretary of the Treasury of
Puerto Rico.
Estate and Gift Tax Reform. The Committee on Taxation
of Estates, Trusts and Gifts finalized its report on
estate and gift tax reform at the Division’s Spring
meeting.
The report was approved by the Executive
Committee and will be presented to Congress at hearings
on Estate and Gift Tax Reform which will probably be
held later this year.
Testimony on Private Pension Plans. Testimony on
proposed legislation affecting private pension plans
was presented before the Subcommittee on Private
Pension Plans of the Senate Finance Committee on
May 22, 1973.
The following areas were covered in
the testimony:
funding, eligibility, vesting,
deduction for retirement savings, contributions on
behalf of self-employed individuals, prohibited
transactions, and disclosure and reporting requirements
Proposed Inventory Costing Regulations. Robert G.
Skinner, Chairman of the Division, is scheduled to
appear at public hearings on the proposed regulations
relating to the use of the full absorption method of
inventory costing (Section 471 of the Code) on May
31, 1973.
Biennial Booklet on Recommendations for Amendments
to the Internal Revenue Code. The 1973 edition of
Division’s booklet "Recommendations for Amendments
to the Internal Revenue Code" has been published.
The booklet contains 100 recommendations for changes
in the Internal Revenue Code which would clarify and
simplify complex sections and remove inequities where
they exist.
The booklet is distributed to all members
of Congress and other interested parties.
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SEC Committee
The committee met with staff of the SEC.
Among matters
discussed were the following:
-Limited Partnerships (Tax Shelters) may
generally continue during 1973 to report on
their tax base, rather than on GAAP.
-For periods after June 30, 1973 stock life
insurance companies should report either in
accordance with the recently released Audit
Guide, or on the statutory basis.
The new
requirements on earnings-per-share (Accounting
Series Release No. 142) would prohibit companies
reporting under the new Audit Guide from reporting
earnings-per-share on the statutory basis.
-Suggestions are being prepared by the committee
for revision of Regulation S-X, as recently
revised.
Small Business Committee
A member of the staff attended Senate hearings
directed to the extent of employment of small
business enterprises in government procurement.

